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Abstract
Externalities with regards to higher education have increasingly being debated
across the world, with many countries shifting part of the higher education responsibility to
the individuals on the premise that it generates private benefits. The transformation of
higher education from elite to mass system and inability of the government to shoulder
the ever increasing burden of higher education; is cited as one of the reasons for adopting
the market route to higher education and treating students as consumers. This
consumerist turn to higher education has raised concerns about quality, critical pedagogy
and the perception amongst employers that graduates lack skills. The market of higher
education in UAE is relatively free, and with the proliferation of higher education
institutions consumers have fair choice in deciding whether to pursue their education at
public, private or University Branch Campuses (IBC). Purpose of this study is to evaluate
the market of higher education in UAE as there are now questions about the viability and
quality of such institutions.
This exploratory study is intended to give insights about the effectiveness of
market route in UAE by soliciting the employer’s perceptions of different institutions and
preparation of students for employment. The study revealed that the employers prefer
graduates from public universities or IBC’s as compared to private ones citing the
concerns of quality of the graduates coming out of the private institutions. The policy
implications for state and universities are discussed.
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Introduction
Higher education in the Gulf has seen increased spending in recent years on the
back of high oil prices. However, Gulf States are increasingly shifting part of the burden of
higher education to private players in the wake of transformation of higher education from
elite to mass system. Most of these Gulf States have adopted market route to expand the
system by involving private players and giving consumers (students) choice in selecting
the universities and colleges they want to study. Adoption of market route is not limited to
UAE but has been increasingly being adopted in other Gulf countries. However, the
biggest impact has been seen in UAE with the influx of the private universities and
colleges in the last decade and now it is ranked second in terms of student numbers just
behind Saudi Arabia. About 70% of the 120,000 students, in UAE, study in the private
sector (without public funding); and most of them are expatriates. The process of shifting
higher education burden to the private sector, relying on the market forces and giving
choice to students is termed as marketisation. It has become a worldwide phenomenon
making HEIs compete in the free market for funding and students (Bok 2003; Dill and
Sporn 1995; Slaughter and Leslie 1997; Sporn 1999), and this process is essentially
irreversible (Brown 2005).
It is argued that market route can help in efficient allocation of resources while
regulations can impede growth and development (Friedman 1962). The role of state has
been transformed from management and control to that of oversight (Van Vught 1989)
and has resorted to delegating the responsibility of higher education to the private players
thereby adopting the policy of steering from distance. It relies on traditional demand and
supply forces to allocate resources and ensure quality (Jongbloed 2003). Even public
universities are asked to submit to market forces and compete in market-place for
students and funding. Critics have argued that submitting to the neo-liberal market forces
may impact on quality and be detrimental to long term employability of graduates (Barr
2004) and would also impact on research that benefits the society (Slaughter and Leslie
1997). It is, therefore, necessary to assess whether the market forces are able to bring in
the efficiency and effectiveness that they were expected to bring. Teaching quality is
crucial, in UAE as most of the universities are teaching oriented. Graduate preparedness
for the world of employment, a quality indicator, has attracted attention due to the rising
trend of unemployment or employed in so called ‘non-graduate’ jobs (Bourner et al.
2011). Up-to a fifth of the graduates are without jobs six months after graduating in United
Kingdom (Paton 2012) and the situation is not different elsewhere. Many are questioning
the increased role of market route to higher education and treatment of student as
customer.
It is possible to blame economic system if there is unemployment in recessions.
However, if the available graduates are unprepared for the world of employment then the
relevance of the higher education has to be assessed. Universities are increasingly
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focusing on employability skills to overcome persistently high unemployment rate
amongst new graduates (King 2009). It is also possible that the graduates from reputed
institutions are able to find employment while the graduates from low ranking universities
are struggling. The study is intended to look at the last dimension by assessing the
preference of employers for graduates from particular universities (Little 2001). Therefore,
the central research questions of the study would be:
1. What are the perceptions of the employers about the quality of the graduates
recruited by them?
2. Whether there is preference given to graduates from public, private or foreign
universities?
3. What is the effectiveness of the market route in meeting the labour market
demands in UAE?
The next section offers a brief summary of the marketisation in the academic literature, its
rationales and critical evaluation of treating students as customer.

Higher Education as a ‘Public Good’
Higher education has traditionally been regarded as the 'Public Good', and its
mission extends beyond research and teaching (Bok 1982). It includes providing
education for democratic commitment, serving the society and communities, making
knowledge available to the community, advancing knowledge through research,
developing the intellectual talents of students, contributing to the community and
economic development, and creating leaders for various sectors (Kezar et al. 2005). The
higher education is a social contract and has the responsibility to meet societal needs i.e.
externalities (Bok 2003; Slaughter and Rhoades 2004; Zemsky et al. 2005). It is argued
that higher education plays a pivotal role in generating skilled people for the labour
market which is critical for the nationalisation of workforce in UAE; and; therefore, it is
necessary to understand whether the higher education institutions adequately prepare
students for the labour market.
Traditionally, the State funded the higher education on the premise of externalities
and ‘public good’. However, it is argued that the benefits of higher education accrue to
individuals and; therefore, they need to share part of the higher education cost as it might
not be possible for a state to support ever increasing number of students entering higher
education (Barr 2004; McPherson et al. 1993). Use of the market mechanism in higher
education is not a new phenomenon, but, the one promulgated by Freidman in 1962 who
brought education under the purview of market while acknowledging the fact that there
exist externalities. Higher education systems with adequate funding directly to the
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institutions were found to be less responsive to the innovation than the ones with less
than adequate funding (Friedman 1962).
Adoption of the market also implemented the new public management bringing
efficiency and effectiveness to the higher education sector by asking universities to do
more with fewer resources (Currie 1998; Teixeira et al. 2004) resulting into greater benefit
to the society (Leslie and Johnson 1974). Market forces can make institutions reassess
the decisions regarding costs, prices, course mix, personnel, process and product quality
(Dill 1997a; Williams 1996). Market route is adopted with the belief that ‘freeing,
facilitating, and stimulating markets in higher education will provide academic institutions
with incentives to improve the quality of teaching, and research, to enhance academic
productivity, and to stimulate innovations in academic programs, research, and services
to benefit the larger society’ p.168 (Dill 1997a).
Apart from the efficiency and effectiveness, it is argued that market forces seeks to
empower the students (customers) and bestow them with greater choice, flexibility and
control of the education process by providing them with tools like performance indicators,
league tables and student surveys. It is expected that these measures will put students in
the driving seat and help apply pressure on universities to become marketing oriented.
This consumer choice will play a role in making universities responsive to student’s needs
(Naidoo et al. 2011). So what are the components of marketisation?
Another rationale for using market forces was the inability of the state to meet the
need of mass higher education through its limited resources especially in times of
austerity measures. Both public and private universities were asked to shoulder the
burden of higher education. It is argued that if the government goes all out to fund higher
education it will be limited to one strata of the society and will undermine equitable
access, harm efficiency and even quality (Barr 2004; Johnstone 1998; World-Bank 1994).
It is suggested that the funding need to be available only to the lower strata of the society
(McPherson et al. 1993) and eventually helps in transition of higher education from elite to
mass systems (UNESCO 1995; World-Bank 1994).
French Social theorist Pierre Bourdieu has argued that higher education is
expected to provide social mobility, but in reality the current state of higher education
merely reinforces the power equations in society (Moore 2004). The reason cited by
Bourdieu is that those who succeed at education are the cream of middle class as
opposed to working class as they possess cultural and social capital. Private higher
education might result in excluding marginalised sections of the society and widen the
gap between rich and poor.
Free market model in higher education comprises of eight conditions (Jongbloed
2003). These eight conditions are relevant to regulations and control of private higher
education.
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Figure 1 Eight conditions for a market
Four freedoms for providers
1. Freedom of entry
2. Freedom to specify the product
3. Freedom to use available resources
4. Freedom to determine prices

Four freedoms for consumers
1. Freedom to choose a provider
2. Freedom to choose a product
3. Adequate information on prices and quality
4. Direct and cost covering prices paid
(Jongbloed 2003)

However, use of market forces also involves relaxation of regulations with regards
to public higher education and allows the universities the freedom regarding finances,
personnel, and curriculum, essentially devolving control and steering it from distance
(Huisman 1996; Volkwein 1987). Many a times devolvement of control is accompanied by
reduced funding making it incumbent for pubic HEI’s to generate revenue from private
sources (Slaughter and Leslie 1997; Slaughter and Rhoades 2004) bringing about
innovation, efficiency, increased productivity and greater effectiveness.
Overall, use of market forces is undertaken to improve access, promote efficiency,
drive innovation and make higher education institutions more entrepreneurial.

Has the market been able to deliver these noble goals?
Massification of higher education had compelled the State to use the market in
efficient allocation of resources. However, there are apprehensions that simply leaving
higher education to the free market mechanism might not lead to socially optimal
outcomes (Nickell 1996). One of the key requirements of the free market systems is the
availability of the information to enable students to select the best institutions and shun
the low quality ones. This information includes information about the programs, value
addition, faculty qualifications and graduate employability data to make informed
decisions (Dill 1995). However, many a times the information is either not readily
available or students might not be use it making decisions choose a university. This might
lead to distortion of the market where students, parents and employers rely on reputation
of the university or heuristics rather than quality indicators. Universities, therefore, focus
on achieving the status, prestige and reputation rather than trying to allocate resources
efficiently (Breneman 1981). In the pursuit of excellence, universities often divert
resources to research at the expense of teaching (Brewer et al. 2001; Dill and Soo 2004;
Ehrenberg 2002).
It is argued that the free market system has not shown desirable results in other
sectors of the economy as demonstrated by the financial crisis of 2008-9. Moreover, the
markets have not been able to deliver socially responsible outputs, and there are
concerns that it might not work in the future especially in the higher education sector
(Kezar 2008). It is also argued that proper functioning of the market would require
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accountability systems, change in culture, regulatory control and above all provision of
information on graduation rates, widening access, teaching infrastructure and graduate
employability. Competitive environment created in the wake of consumerist turn can lead
to arms race in admissions and increase in prices which might not be highly efficient and
would require the regulator to step in and control the market forces (Bok 2003; Zemsky et
al. 2005). The state can play the crucial role of the regulator as well as a provider of the
necessary information to stakeholders about program quality, licensure, accreditation,
graduation rates, employability etc.(Dill 1997a; Winston 1999) and can help reduce
‘quality uncertainty’ by distinguishing good and inferior quality products in the marketplace
(Akerlof 1970).
Market also gets distorted due to the subsidies given to some providers. As far as
higher education is concerned, it is either directly or indirectly subsidised by the state to
ensure that it meets its qualitative and quantitative targets and, therefore, the consumers
do not pay cost covering prices (Jongbloed 2003). In many instances, while public higher
education gets substantial support from state, the private providers might not be able to
recover the whole cost of higher education by charging market fees and might force them
to cut corners (Brown 2005). These include shortage of teaching staff, less qualified staff
to minimise cost, extra teaching loads on existing staff, ignoring plagiarisms, engaging
services of others to produce coursework, crowded classrooms, teaching only
examination areas, declaring questions in advance to produce outstanding results, cases
of examination irregularities, inadequate resources for scientific training, inadequate
library resources and lack of discipline amongst students (Brown 2000; Ouma 2008).
Treating students like customers can have an adverse impact on pedagogical processes
(Cheney et al. 1997) as they might want to take the easiest route disregarding the
acquisition of higher order skills, dispositions and attitudes. Student satisfaction survey
can also result into policies devised to palliate short term student’s satisfaction leading to
long term loss (Hart and Rush 2007). Universities are learning to balance the
maintenance of high academic standards and customer satisfaction but can in no way
grant students the ‘sovereign consumer’ status.
Use of market forces is not abominable rather it has driven institutions to use
strategic management tools from the corporate world to understand the consumers, their
preferences and position the products in mind of consumers. Marketing orientation in
universities can make universities more flexible, resilient and responsive to the market
and eventually it can result in higher quality programs. However, the state needs to
provide a level playing field to both private and public universities in terms of steering and
funding, encourage public universities to diversify the funding base and allow competition
in the market as make universities innovative (Shattock 2009).
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The competition for funding and students as envisaged by the market can lead to
quality uncertainty making it difficult for consumers to discern between good and bad
providers in the market. Often the judgment about the university is based on the
acceptability of credentials of the university in labour market. Employability skills amongst
the graduates might not lead to higher employment rate. Rather, many a times it is
dependent on the perception about university’s image and rigour in mind of prospective
employers (Bourner et al. 2011).
The student’s preparedness for the labour market could be evaluated by assessing
students experience survey. However, the opinions of students, though valuable, needs
to be used with caution as higher education is a service where students are co-creators of
the service (Naidoo et al. 2011) and need to put an equal amount efforts to receive
service. Student’s aptitude and attitude play an equally decisive role in facilitating the
learning in higher education (Cooper 2007) and rigour through which they have gone
through might impact on their ability to master skills in the workplace (Bourner et al.
2011). This leads us to question whether employers have a preference for graduates from
any specific type of institutions. If employers have less trust in private universities, then
there are questions about the quality of these institutions.
In conclusion, it can be said that the use of market forces can facilitate mass
higher education and alleviate a part of the higher education burden from the state. It can
bring in efficiency, effectiveness and can enhance the quality of the provision. However,
this would need effective regulation and provision of information about quality to the
stakeholders.

Higher Education Landscape of UAE
There is a total of 116 higher education institutions in UAE comprising of 3 federal
universities, 78 institutions licenced by Ministry of Higher Education and Scientific
Research (MOSHER) and 38 institutions licensed by other government bodies (CAA
2011; CAA 2012; KHDA 2012). There is a total of 37 International Branch Campuses
(IBC) operating in UAE (Lawton and Katsomitros 2012).
UAE government maintains a liberal public higher education catering to national
students, and at the same time allowing private players to cater to more than 70% of the
120,000 students. Public institutions are highly regulated, and liberal funding has resulted
in less innovative and entrepreneurial approach on their part.
UAE has a federal regulatory body in the form of Ministry of Higher Education and
Scientific Research (MOSHER), and each of the emirates has its own regulatory body as
illustrated in figure 1. CAA (Commission of Academic Accreditation) is the arm of
MOSHER to licence and accredit universities and colleges in UAE.
Figure 2: REGULATORY BODIES in UAE
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Federal Level
Ministry of Higher Education and Scientific Research (MOSHER)
Emirate Level
Dubai
Abu Dhabi
Ras Al Khaimah
Sharjah
Knowledge and
Abu Dhabi
RAK Educational
Sharjah Educational
Human
Education Council
Zone (REZ)
Zone (SEZ)
Development
(ADEC)
Authority (KHDA)
Freedom of entry is regulated by MOSHER outside the free zones. However,
inside the free zones it is relatively easy. Abu Dhabi and Dubai have stringent measures
while other emirates are lenient in setting licensure criteria. While federal universities
have the freedom to offer programs, private institutions are subjected to accreditation of
programs to ensure quality. IBC’s in free zones are outside the purview of CAA and can
only offer programs offered at the home campus. Overall, HEI’s have the freedom to
specify the programs in UAE. Private universities and colleges have zero funding support
from the state but have the freedom to raise and use resources, choose students and
recruit lecturers. On the other hand, public HEI’s cannot accept self-paying students or
expatriates have limited freedom to make staff, and faculty appointments, have limited
freedom to pursue income generation activities, fund raising, contract training and
research. This can have an impact on effectiveness and efficiency of HEI (Dill 1997b).
Public universities cannot charge market based prices while private universities need
approval from state before deciding the prices limiting the freedom to charge prices.
Market can get distorted due to government subsidies (Brown 2005) available to public
HEI.
Students in UAE opting for Private HEI have the freedom to choose the product
making them discriminating educational consumers. On the other hand, public HEIs have
limited number of seats leading to constraints in choosing the specialisation. The students
who are not able to secure the specialisation of their choice might turn to private HEIs.
However, the inadequacy of information about the quality of programs, graduation rates
and graduate employability has had an impact on marketisation in UAE. Information like
rankings, quality assessment reports, evaluation reports and league tables help parents
and students in making an informed decision, but too much information might lead to
consumer confusion (Turnbull 2000). Many a times students might not use the above
quality indicators but are swayed by heuristics like university’s prestige (Moogan et al.
1999), high admission scores as an indicator of quality (James et al. 1999) and
accreditations like AMBA, AACSB etc.(Naidoo et al. 2011) or rely on word of mouth.
Based on the above, it is now possible to redraw the figure 1 to reflect UAE’s
marketisation.
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Figure 3: Eight conditions for a market
Four freedoms for providers
Rank
Four freedoms for consumers
Rank
1. Freedom of entry
1
1. Freedom to choose a provider
1
2. Freedom to specify the product
2
2. Freedom to choose a product
2
3. Freedom to use available resources
2
3. Adequate information on prices and quality
5
4. Freedom to determine prices
2
4. Direct and cost covering prices paid
3
1= Free Market 2=Relatively Free Market 3= Partially Free Market 4=Relatively Restricted 5=
Restricted

In conclusion, it can be said that the UAE higher education market is relatively free
or both providers and consumers. State can improve the free market mechanism by
providing adequate information on quality indicators like graduation rates and
employability.

Research Objectives and Methodology
Critics of the use of market forces and giving consumerist turn to higher education
have affected the quality of higher education in UAE. Often, we hear noises that the
private higher education institutions are highly commercialised and are cutting corners in
order to generate profits. Students and potential students are concerned about the
graduate unemployment (Glover et al. 2002) and there are questions whether there is
oversupply of graduates or graduates lacking employability skills or only graduates from
some universities are able to find employment due to preference of employers about the
perception of different universities. The study will, therefore, focus on taking views of
employers (Silverman 2006) about their preference of graduates from different types of
higher education intuitions.
The research essentially is interpretivist in nature. However, there are small
aspects of ‘nested’ traditional positivist style of model verification (Hesse-Biber and Leavy
2006) as the study has used some statistical techniques to quantify the data collected
from qualitative analysis. Some researchers have proposed making some use of
quantitative techniques like (Maxwell 1992) who has clarified that: “This is not to argue
that issues of sampling, representativeness, and generalizability are unimportant in
qualitative research” (P. 293).
A sample of employers in UAE was selected from across the leading sectors
contributing to the national economy. A telephonic interview with select respondents was
conducted to assess the reasons for their preference. It was felt that the telephonic
interview provided an opportunity to probe and seek clarifications rather than a structured
survey. In total, there were 34 respondents from 23 organisations. Most of the
respondents are primarily involved in recruiting national graduates. Therefore, the
perceptions about recruitment are tilted more towards recruitment of national Emirati
graduates.
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This study is an exploratory study undertaken to assess the use of market in UAE
with limited sample size due to the constraints on time and resources. Though, the
sample size is small, it is representative of the most important sectors of the economy.
The study provides a stepping stone to further studies on the topic, with a large
representative samples, to establish correlation and generalise the results.

Research Findings
On an average, the corporates recruited 10-25 graduates per annum. While bigger
corporates even recruited more than 40 graduates, smaller organisations recruited lesser
numbers. About half of the respondents were satisfied with the quality of graduates
recruited in last 3-5 years. However, one third of the respondents were dissatisfied while
about one fifth were highly dissatisfied with the quality of graduates coming out of
universities and colleges. Respondents felt that education in universities and colleges is
not aligned to the requirement of the industry. One of the human resources manager
commented:
“The graduates need a lot of training before they can start work and also do not
possess transferable skills that are needed across all sectors”
While the link between employability skills and graduate employment is weak
(Bourner et al. 2011), there is some role played by perception about the university’s
image. For example, in UK employers still prefer graduates from traditional high profile
universities than ones graduating from new universities with a focus on employability
skills (Harvey et al. 2002). It is, therefore, important to know the preference of employers
for any specific type of institution. In the current study, when it was asked to specify their
perceptions about graduates coming out from different types of institutions, about two
third of the respondents were satisfied with the quality of graduates coming out of public
universities (that included federal institutions, American University of Sharjah and other
public institutions). Public universities scored 2.65 on the scale of 4. On the other hand,
local private institutions were perceived to be providing lower quality with 76% of the
respondents giving thumbs down to graduates coming from these universities. The
branch campuses fared quite well and were regarded as providing higher quality
graduates with more than three fourth (83%) of the respondents preferring the graduates
of the IBC’s. One of the respondents explained the preference thus:
“The grades required to get admissions in public universities is quite high and;
therefore, these universities have better output, as well. Students who go to private
universities are the ones not able to secure admissions in public universities due to
their grades. Difference is obvious.”
One of the respondents explaining the preference for graduates from IBC stated:
“I have generally found the IBC graduates with better knowledge and positive
attitude as compared to others recruited by me”.
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However, the limelight was taken by the graduates educated abroad. About 94% of
the respondents felt that these graduates have better skills, competencies, attitude,
behaviour etc. There was almost a unanimous view that the graduates coming from
reputed universities are of higher quality than local graduates. This can be seen in the
backdrop of preference of employers to recruit graduates from reputed universities (95%).
One of the respondents explained the reason of preferring graduates from abroad:
“Students coming from abroad have a positive attitude towards work and have
lived and studied in a multi-cultural society and have excellent skills to adjust and
learn”
Another respondent explained his preference thus:
“It is not a matter of knowledge, skills and competencies; it is the intellectual
development that is a critical aspect and we found graduates trained abroad being
able to demonstrate better level of critical thinking than local graduates”.
When the respondents were asked as to what played a role in shortlisting
candidates for an interview, they indicated that ‘Qualifications from reputed university’ did
play a role. This indicates that employability skills might not lead to a graduate getting a
job, but the perception that a graduate has come from a reputed place does play a role.
Federal and foreign universities tag would influence the decision of the employer. Many
private universities and colleges, by focusing on narrow goals, inflate the grades in order
to satisfy student-consumers thereby diluting their standards (Sonner 2000). This would
have influenced the perception of the employers about a particular type of institution.
The perception of employers and their preferences are one indication to judge
whether universities are able to produce graduates as demanded by industry. Many a
times, employers need graduates who are trainable with work place discipline and
commitment to work. Some of the employers indicated that graduates coming from
reputed institution have higher work ethics as they have undergone demanding
assessments and examinations. On the other hand, grade inflation, hiring of adjuncts,
easy assessments can help generate economic profit but would lead to dilution of image
in minds of employers and can affect graduate employability in the long run.

Policy Implications for UAE
Involvement of the market has become an integral part of the higher education
systems in most countries due to the massification of higher education and funding
constraints of the State. However, the state and HEI’s can act responsibly to avoid
excessive commercialisation of the sector. The growth of higher education sector in UAE
is a positive sign and has played a critical role in providing the employers with bigger pool
of the talented graduates. There are some institutions that have a better reputation, and
this influences employer’s perception. As can be seen from this exploratory research, the
graduates from public universities are preferred over those graduating from private
Page 11 of 15

The market route to higher education in UAE: its rationales and implications

universities while graduates from IBC’s are preferred over both. The state needs to play a
role in ensuring that the higher education sector is regulated, and there is a real market
based steering in UAE and some policy implications are mentioned here:
a) Creation of a level playing field between public and private universities to
discourage private universities from cutting corners. One of the ways to
create a level playing field use vouchers (Jongbloed and Koelman 2000) for
the national students instead of asking them to choose only public
universities. Students will be empowered, and the ones responsive to
student’s needs, provide better quality teaching infrastructure, and have
higher graduate employability can flourish. However, for the vouchers to be
effective the state needs to prevent distortion of the markets and provide
information about the quality indicators.
b) Level playing field also means that the accreditation system needs to be
strengthened though CAA (Commission of Academic Accreditation) and all
universities and colleges, whether in free zones or outside the free zones,
should have uniform regulatory standards.
c) A National Student Survey (NSS) administered by MOSHER can be
instituted in order to provide information about the HEI’s to the stakeholders
and facilitate informed decision making. Though, the NSS might not be a
sufficient indicator of quality, but it will to some extent help in applying
pressure on the universities to be responsive, inclusive and effective. Lack
of information is currently distorting the market in UAE.
d) On similar lines of NSS, MOHESR can work towards collecting data about
graduate employability, salaries and jobs to give a fair indication about the
quality of final output and their demand in the market.
e) Public HEI’s can be given autonomy, in line with new public management,
so that they can compete in the market of higher education and State can
steer from a distance.
From the above discussions, we can conclude that the use of the market is here to
stay as State alone cannot shoulder the burden of mass higher education system. The
UAE higher education market is fairly liberal and student’s choice has made it quite
competitive. However, the market needs regulations so that private players are not
allowed to offer substandard programs. Use of the market was highly successful in
providing access to higher education but regulation, level playing field and provision of
information would prevent distortion of the market.
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